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had become obsolete must come from sources not accounted for by deprecia-
tion reserves. In the same manner, added investment made necessary by
changes in the price level must come from other sources. If the dollar
investment in the corporation's capital is increased for any reason, accumu-
lated earnings, the proceeds from the sale of stocks or bonds, or some other
source must be utilized. In other words, it is the recommendation of the
present writer that maintenance policies be not stretched to cover the
speculative consequences of changes in price levels. To be sure, a stock-
holder who receives a dividend in a period of rapidly rising prices may find
that his capital is worth considerably less than he thought it was. If so
it need not be due to the dividend. Even if no distribution had been made,
changes in the level of prices may result in his inability to liquidate his
equity, in terms of anything but dollars, for the commodity equivalent of
his original investment. It is neither practicable nor theoretically sound to
expect maintenance policies to adjust themselves constantly to a changing
price level.

QUESTIONS AND SUGGESTIONS
1.  What is meant by maintaining the integrity of the investment?  How can it be
maintained?
2.  Differentiate between repairs and replacements.
3.  What is the relationship between insurance and maintenance programs?  Is
either an adequate substitute for the other?  Explain.
I  What part does the engineer play in a depreciation program?   What part does
the accountant play?
5.  What are the causes of depreciation?
6.  Why is it necessary to account for depreciation?  Are depreciation funds
commonly used?  Why?
7.  Which method of carrying depreciation reserves on the balance sheet do you
recommend?  Why?
8.  Should capital items be classified for depreciation purposes?  Why?
9.  Why is it frequently difficult to set up depreciation^aecounting procedures?
10.  What is the straight-line method of accounting for depreciation?   What do you
rhink of it?
II  What is depletion, and how is it accounted for?
12.  What possible depreciation policies may a corporation adopt?  Which do you
recommend?  Why?
13.  Account for the use of policies that result in overcharges to depreciation and in
undercharges.
14.  What is deferred depreciation?  Why is it practiced?
15.  What is the relationship between bond sinking funds and depreciation reserves?
16.  Should intangibles be depreciated?  Why?
17.  Why is it particularly difficult to account for obsolescence?
18.  What is inadequacy? *What causes it?
19.  Why are asset values sometimes written off?
20.  Suppose that a capital item costing $2,000 is depreciated for that amount but
that its replacement cost is $2,500.  Where does the other $500 come from?